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p. 0. Box 825 Thatcher,AZ 85552
3776Main Sr, Thatcher, AZ

965-2934 for emergencies
428-3357for billing questions
428-5420for all other contact

August 31, 2007

ARIZONA CORP ORATION COMMIS S ION:
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Mike  Gleason, Cha irman
Kris tin K. Ma ye s
Willia m Munde ll
J e ff Ha tch-Mille r
Gary Pierce
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On July 25 Ashcreek Water Company filed a request for an extension of time to file the
required executed loan documents to comply with Decision #69581, page 13, lines 4-8:

"IT IS FURTHER ORDERED that Ashcreek Water Company is hereby authorized to
engage in any transactions and to execute any documents necessary to effectuate the
authorization granted hereinabove and file, within 60 days of the effective date of this
Decision, with the Commission's DOcket Control, as a compliance item in this docket,
copies of all executed loan documents certifying that the transactions have been
completed."

Corrective Action: The WIFA process has proceeded and I am filing today the executed
loan documents required.

Ve ry truly yours ,

Be va n Ba rne y, Inte rimM ge t
Ashcreek Water Company
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Loan Resolzztion 2007-019

WHEREAS, the Authority has determined that the Local Borrower has met the requirements of
Arizona Revised Statutes §49-1201 et seq. (the "Act") and the rules promulgated thereunder (the
"Rules "), and

WHEREAS, the terns and conditions under which a Loan will be made and the obligations of
the Local Borrower will be set forth in a loan agreement or bond purchase agreement (the "Loan
Agreement'") to be executed by the Local Bon°ower and the Authority.

WHEREAS , the  Wa te r Infra s truc ture  Fina nce  Authority of Arizona  (the "Authority") ha s
re ce ive d from As hcre e k Wa te r Compa ny (the "Loca l Borrowe r) a re que s t fo r a  loa n  (the
"Loa n"), a nd

n o w,  THE R E F O R E  BE  IT R E S O LVE D BY THE  BO AR D O F  DIR E C TO R S  O F  THE
AUTHORITY AS  FOLLOWS :

-Asncreek Water Company
Water InfrastruczwreFinance A uthoriay ofArizona

The EXecutive Director of the Authority is hereby authorized and directed to execute a Loan
Agreement with the Local Borrower to evidence a Loan in accordance with the Act, the Rules,
the Local Borrower's applications to the Authority, and the Project Summary detailed in Section
2 of this Loan Resolution. -

The Executive Director and other Authority officials, as appropriate, are authorized and directed
to sign any document and take such actions as necessary and appropriate to consummate the
transactions contemplated by this Resolution and the Loan Agreement and to ensure that the
Local Borrower has completed all requirements of the Authority as detailed in Section 3, Section
4, and Section 5 of this Loan Resolution.

This  Re s olution s ha ll ta ke  e ffe ct imme dia te ly a nd s ha ll te rmina te  one  ye a r from the  da te  of
Boa rd Action.

Dated: June 20, 2007

By
L.
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Art s te to;17 Q 14/4/44

utile Director
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Loan Agreement

be twe e n

Water Infrastructure Finance Authority of Arizona
(the  "Authority")

a nd

Ashcreek Water Company
(the  "Loca l Borrowe r")

Evidencing a Loan from the
Authority to the Local Borrower

v

Da te d a s  of Augus t 17, 2007
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S e c tion  3. The  Loa n . Subject to the  te rms and conditions  of this  Agreement, Lender agrees  to
ma ke  the  Loa n to Borrowe r by me a ns  of one  or more  a dva nce s  ("Advances") in a n a ggre ga te
principa l amount not to exceed the  Loan Amount (the  "Commitme nt"). The  una dva nce d portion
of the  Commitment sha ll expire  on but not include  the  ea rlie s t of (i) the  da te  on which the  Loan

The  te rms of the  Loan include  the  te rms se t forth in the  Exhibits ,
which a re  part of this  Agreement:
Section 2. Loan Information.

This  Loa n Agre e me nt include s  the  a tta che d Exhibits and the  a ttached S ta nda rd Te rms  a nd
Conditions. Any capita lized temps used and not defined here in sha ll have  the  meanings ascribed
to such terms in the  Exhibits  and Standard Terms and Conditions.

Section 1. Partv Names And Addresses.

This  Loa n  Agre e me nt (a s  it ma y be  a me nde d  o r s upp le me nte d  from time  to  time , th is
"Agre e me nt") is  made  and ente red into as  of the  da te  se t forth be low by and be tween Borrower
and Lender se t forth be low.

Lender:

Exhibit A
Exhibit B
Exhibit C
Exhibit D
Exhibit E
Exhibit F
Exhibit G
Exhibit H

Lender
Address :

Atte ntion:

Borrower Business
Office Address:

Attention :

Borrowe r Ma iling
Address:

Borrowe r:

r

WATE R INFRAS TRUCTURE F INANC E AUTHO R ITY O F  AR IZO NA
LO AN AG R E E ME NT

Financia l Assis tance  Terms and Conditions
Technica l Terms and Conditions
Reporting Requirements
Debt Service Reserve and Replacement Reserve Provisions
Eimits  on Additiona l Indebtedness  without Lender Consent
Form of P romissory Note
Form of Opinion of Counse l to Borrower
Borrowe r Disclosure

1110 West Washington Street, Suite  290
Phoenix, Arizona  85007

3776 Main Street
Thatcher, AZ 85552

Wate r Infra s tructure  Finance  Authority of Arizona

Executive Dire ctor

PO Box 825
Thatcher, AZ 85552

Bevan Barney

Ashcreek Water Company
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Section 6. Lo a n  An d  S e c u rity Do c u me n ts . The  Loa n s ha ll be  s e cure d by the  Continuing
Security Agreement of even da te  he rewith executed by Borrower for the  bene fit of Lende r (the
"Continuing S e curity Agre e me nt") granting Lender a  security inte res t in the  colla te ra l described
the re in by the  provis ions  of this  Agreement providing for the  holding of, and granting Lende r a
se curity inte re s t in, the  De bt S e rvice  Re se rve  Fund a nd the  Re pla ce me nt Re se rve  Fund (a s
de scribe d in Exhibit D). The  Continuing Security Agreement, any Deed of Trus t and any othe r
a gre e me nts , docume nts  or ins trume nts  s e curing the  Loa n a re  re fe rre d to a s  the  "Security
Documents". This  Agreement, the  Note , the  Security Documents  and any othe r agreements ,

Sec tion  5. Pavement Of P rinc ipa l, In te re s t And Fees. The  outs ta nding principa l ba la nce  of
the  Loa n, toge the r with  a ll unpa id a ccrue d inte re s t due  unde r the  Note , s ha ll be  pa id by
"a utoma tic de bit" from the  Borrowe r De pos it Account. The  Borrowe r De pos it Account sha ll be
a  De ma nd De pos it Account in the  na me  of the  Borrowe r, Account Numbe r 004680427371
mainta ined with Bank of America . Borrower sha ll cause  monthly payments  to be  made  by direct
debit to the  Lender in accordance  with routing ins tructions  within the  Demand Direct Debit form
provide d.

(b) Exce pt a s  he re ina fte r provide d, disburse me nts  sha ll be  ma de  only upon ce rtifica tion of a n
authorized office r of Lende r tha t such disbursement is  prope r. An authorized office r of Lende r
s ha ll a pprove  dis burs e me nts  in pa yme nt of the  invoice s , de ma nds  for pa yme nt, a pprove d
contra ctors ' e s tima te s  or othe r e vide nce  of cos t incurre nce  dire ctly to the  pe rsons  or e ntitie s
e ntitle d to pa yme nt or to Borrowe r in the  ca se  of re imburse me nt for cos ts  of s e rvice s  a lre a dy
paid, and sha ll provide  Borrower with a  copy of the  approval and the  da te  approved.

(e) Lender has received such other items or documents as Lender may reasonably require .

(a ) Le nde r ha s  re ce ive d a  dra w re que s t from Borrowe r, in form a nd subs ta nce  sa tis fa ctory to
Le nde r, not le s s  tha n te n (10) da ys  prior to the  da te  for which s uch Adva nce  is  re que s te d,
specifying the  amount and purpose  of the  Advance  requested. Lender will furnish an acceptable
form of dra w re que s t to Borrowe r. Le nde r ma y re vis e  the  form of dra w re que s t from time  to
time .

Section 4. Adva nce s . Lender may disburse  funds by check, by e lectronic means or by means of
ma gne tic ta pe  or othe r tra ns fe r me dium. In ma king Adva nce s , Le nde r sha ll be  e ntitle d to re ly
upon, a nd s ha ll incur no lia bility to Borrowe r in a cting upon, a ny re que s t ma de  by a  pe rs on
identifying himse lf or herse lf as  one  of the  persons authorized by Borrower to request Advances .
Adva nce s  of the  Loa n will be  ma de  only upon s a tis fa ction of the  conditions  s e t forth in this
Agre e me nt, including the  following:

ha s  be e n fully advanced by Le nde r, or (ii) the  firs t P rincipa l Re pa yme nt Da te  s e t forth in the
Exh ib it A. The  obliga tion of Borrower to repay the  Loan is  evidenced by the  Promissory Note  in
the  form a tta che d he re to a s Exhib it F, da te d of e ve n da te  he re with, of Borrowe r pa ya ble  to
Le nde r, a s  it ma y be  a me nde d, modifie d, e xte nde d, re ne we d, re s ta te d, or supple me nte d from
time  to time  (the  "Note"). in the  e ve nt of a  conflict be twe e n the  Note  a nd this  Agre e me nt, the
te rms  of this  Agreement sha ll be  deemed controlling. The  Loan sha ll not cons titute  a  revolving
loan, and amounts repaid may not be  reborrowed.
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documents or instruments evidencing, securing or otherwise relating to the Loan, and all exhibits

thereto, are referred to as the "Loan Doculnents".

IN WITNESS WHEREOF, the Authority and Borrower have caused this Loan Agreement to be
executed and delivered as of the date of execution hereroti

DATED as of August 17, 2007.

Ashcreek WaterCompany

<
J

By: ,_
Nalne\
Title:

Bevan B8IIIl¢y
Interim Manager

Water Infrastructure Finance Authority of Arizona

dy I 4arrete, Executive Detector

r"
-.;,

By:



Exhibit F
P ROMIS S ORY NOTE

$113,380 Phoenix, Arizona
August 17, 2007

For Value Received, Ashcreek Water Company ("Borrower"), promise to pay to WATER
INFRASTRUCTURE FINANCE AUTHORITY OF ARIZONA ("Lender") or order the aggregate
principal amount outstanding on Borrower's loan as shown on Lender's records which shall at all
times be conclusive and govern, with interest thereon at an annual rate equal to five and seven
hundred seventy five thousandths ozone percent (5.775%). Interest shall be calculated on a 360-day
year for adj advances, but, in any case, shall be computed for the actual number of days in the period
for which interest is charged. Principal and interest shall be payable at the times and in the manner
set forth in the Loan Agreement (as hereinafter defined).

Lender and Borrower have established specific instructions and procedures by which draws against
said credit will be presented for disbursement pursuant to the terms and conditions of that certain
Loan Agreement of even date herewith (the "Loan Agreement"), but nothing contained herein shall
create a duty on the part of Lender to make said disbursement if Borrower is in default. The
undersigned shall not be entitled to total disbursements hereunder exceeding one hundred thirteen
thousand three hundred eighty dollars and No/100 ($113,380), such lesser amount determined in
accordance with the Loan Agreement with respect to the Loan (as defined in the Loan Agreement) .

All amounts payable hereunder shall be paid in lawful money of the United States. Principal and
interest shall be payable at 1110 West Washington, Suite 290, Phoenix, Arizona 85007, or at such
other place as the holder hereof may designate. Borrower may prepay the Loan, in whole or in part,
at any time without premium or penalty pursuant to Section 1(a) of the Standard Terms and
Conditions relating to the Loan.

Absent a default under this Note or the Loan Agreement, any payments received by the holder
hereof shall be applied first to sums, other than principal and interest, due the holder hereof; next to
the payment of all interest accrued to the date of such payment, and the balance, if any, to the
payment of principal. Any payments received by the holder hereof after any Event of Default (as
defined in the Loan Agreement) shall be applied to the amounts specified in this paragraph in such
order as the holder hereof may, in its sole discretion, elect.

If any payment ofinterest and/or principal is not received by the holder hereof when such payment is
due, then, as additional remedies, (a) a late charge of six percent (6%) of the amount due and unpaid
will be added to the delinquent amount for any payment past due in excess of fifteen (15) days and
(b) all past due payments of principal and/or interest shall bear interest Hom their due date until paid
at an annual rate equal to the sum of (i) six percent (6%) and (ii) the interest rate specified herein,
payable on demand (the "Default Rate").

This Note shall become immediately due and payable at the option of the holder hereof without
presentment or demand or any notice to Borrower or any other person obligated hereon, upon default



in the payment of any of the principal hereof or any interest thereon when due, or if any event occurs
or condition exists which authorizes the acceleration of the maturity hereof under the Loan
Agreement. Time is of the essence with regard to all payment obligations in this Note. Failure to
exercise any remedy or right hereunder shall not constitute a waiver of the right to exercise the same
in the event of any subsequent default.

In the event any holder hereof utilizes the services of an attorney in attempting to collect the
amounts due hereunder or to enforce the remS hereof or of any agreements related to this
indebtedness, or if any holder hereofbecomes party plaintiff or defendant in any legal proceeding in
relation to the property described in any instrument seeming this Note or for the recovery or
protection of the indebtedness evidenced hereby, Borrower, its successors and assigns, shall repay to
such holder hereof, on demand, all costs and expenses so incurred, including reasonable attorney's
fees, including those costs, expenses and attorney's fees incurred after the Filing by or against the
Borrower of any proceedingunder any chapter of the Bankruptcy Code, or similar federal or state
statute, and whether incurred in connection with the involvement of any holder hereof as creditor in
such proceedings or otherwise.

Borrower and all sureties, endorsers and guarantors of this Note waive demand, presentment for
payment, notice of nonpayment, protest, notice of protest and all other notice, tiling of suit and
diligence in collecting this Note or the release of any part primarily or secondarily liable hereon and
further agree that it will not be necessary for any holder hereof; in order to enforce payment of this
Note by any of them, to first institute suit or exhaust its remedies against any maker or others liable
here fore, and consent to any extension or postponement of time or payment of this Note or any
other indulgence with respect hereto without notice thereof to any of them.

Notwithstanding any provision contained herein to the contrary, the applicable rate of interest agreed
to herein shall include the applicable interest rate described herein, in accordance with the terms of
this Note, and any additional charges, costs and fees incident to this loan to the extent they are
deemed to be interest under applicable Arizona law. Should the applicable rate of interest as
calculated under this Note exceed that allowed by law, the applicable rate of interest will be the
maximum rate of interest allowed by applicable law.

As e e k a le r Comp- y

B y I
Name: Bevan Barney
Title: Interim Manager
"Borrower"

y

2
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Exhibit H
Borrower Disclosure

1. Exception(s) to Subsection 3(e) of the Standard Terns and Conditions entitled "Compliance
with Laws": (borrower to insert exceptions or "None")
None

2. Exception(s) to Subsection 3(f) of the Standard Terms and Conditions
"Environmental Compliallce": (borrower to insert exceptions or "None")

entitled

None

3. Exception(s) to Subsection 3(g) of the Standard Terms and Conditions entitled "Litigation":
(borrower to insert exceptions or "None")

None

4. Exception(s) to Subsection 3(h) of the Standard Terms and ConditiOns entitled "Title to
Property": (borrower to insert exceptions or "None") .

No n e

5. Exception(s) to Subsection 3(k) of the Standard Terms and Conditions entitled "Subsidiaries":
(insert exceptions or "None")

No n e

Ashe r tee Compaq

By: *__
Name: Bevan Barney
Title: Interim Manager
Date: August 17, 2007
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NOW, THEREFORE, in orde r to induce  Lender to make  the  Loan and in cons ide ra tion the reof,
Pledger and Lender agree as follows :

E. It is  a  condition to the making of the Loan that Pledgor and Lender enter into this Cash Collateral
Agreement.

D. The  Loa n Agre e me nt, this  Ca sh Colla te ra l Agre e me nt a nd a ll othe r docume nts  se curing or
otherwise  re la ting to the  Loan shall be  referred to collectively in this  Cash Colla tera l Agreement as
the  "Loan Documents". All ca pita lize d te rms  use d in this  Ca sh Colla te ra l Agre e me nt a nd not
otherwise  defined shall have the  meanings given to such terms in the  Loan Agreement.

1. De fin itio n s .

C. Pledgor and Lender desire to enter into this Cash Collateral Agreement to provide for the deposit
and holding of the  Pledged Funds.

B. Pursuant to the Loan Agreement, certain funds are required to be deposited from time to time by
Pledgor in a Debt Service Reserve Fund administered by the Lender and in a Replacement Reserve
Fund administered by the Borrower, both of which are  pledged to Lender to secure repayment with
interest of the  Loan. Amounts deposited with the  Lender in the  Debt Service  Reserve  Fund and in
the Replacement Reserve Fund are referred to herein as the "Pledged Funds".

A. Pledger and Lender have  entered into tha t certa in Loan Agreement of even date  herewith (the
"Loan Agreement"), pursua nt to which Le nde r ha s  ma de  a va ila ble  to P le dge r a  loa n of up to
$113,380 (the  "Loa n").

RECITALS :

This Cash Collateral Agreement is made as of August 17, 2007 between Ashcreek Water Company
("P1edQor"), and Wate r Infras tructure  Finance  Authority of Arizona  ("Lender").

"Obliga tions" shall mean all the obligations of Pledgor to Lender under the Loan Agreement and
the Note  and a ll other obligations and liabilities of Pledgor to Lender, whether direct or indirect,
absolute or contingent, due or to become due, now existing or hereafter incurred, arising under,
out of, or in connection with, the Loan Agreement, this Cash Collateral. Agreement or any of the
Loan Documents .

"Cash Colla te ra l Agreement" means  this  Cash Colla te ra l Agreement, a s  the  same  may be
amended, supplemented or otherwise  modified from time to time.

"Debt Service  Reserve Fund" shall have the meaning ascribed thereto in Section 2 hereof.

The  following te rms sha ll have  the  following meanings :

CAS H CO LLATE RAL AG RE E ME NT" 4
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1.

"Pledged Funds" shall mean as defined in the  Recita ls  to this  Agreement.

"Replacement Reserve Fund" shall have the  meaning ascribed thereto in Section 2 hereof

2. Es tablis hment of Debt Service  Res erve Fund and Replacement Res erve Fund. Pledgor and
Lender agree  tha t concurrently with the  execution and de livery of this  Cash Colla te ra l Agreement
the re  is  e s tablished and sha ll be  mainta ined a  Debt Service  Reserve  Fund pursuant to the  Loan
Agreement. At such time as is  required pursuant to the  Loan Agreement Borrower shall establish a
Replacement Reserve Fund in the name otlBorrower in which there shall be deposited by Pledgor all
Pledged Funds as required by the  provisions of the  Loan Agreement.

3. Gra n t o f S e c u ritv In te re s t. As colla tera l security for the  prompt and complete  payment when
due fall the Obligations, Pledgor has granted, bargained, sold, assigned, pledged, and set over and
by these  presents  does hereby grant, barga in, se ll, ass ign, pledge , transfer and se t over unto the
Lender, and its successors and assigns, all of Pledgor's right, title  and interest in and to any Pledged
Funds now or hereafter held or deposited in the  Debt Service  Reserve Fund and the  Replacement
Reserve Fund.

4. Terms and Conditions.

(a ) The  Debt Se rvice  Rese rve  Fund and a ll amounts  depos ited the re in sha ll be  he ld in the  sole
dominion and control of Lender and shall be  administered by the  Lender as a  colla teral account for
the benefit of Lender, and Pledgor shall have no rights or Powers with respect to, or control over, the
Debt Se rvice  Rese rve  Fund or any pa rt the reof. P ledgor's  sole  right with re spect to the  P ledged
Funds in the  Debt Service  Reserve Fund shall be  as provided herein and in the  Loan Agreement.

(b) If no Event of Default, and no event which with the  giving of notice  Er the  passage  of time  or
both could become an Event of Default, has occurred and is  continuing, Pledgor from time to time
may withdraw moneys from the Replacement Reserve Fund and apply the moneys withdrawn for one
or more  of the  following purposes: (i) for the  acquisition of new, or the  replacement of obsole te  or
worn out, ma chine ry, e quipme nt, furniture , fixture s  or othe r pe rsona l prope rty for the  Fa cility
provide d tha t the  prope rty is  de pre cia ble , (ii) for the  pe rforma nce  of re pa irs  with re spe ct to the
Fa cility which a re  of a n e xtra ordina ry a nd non-re curring na ture  provide d tha t the  prope rty is
depreciable , (iii) for the  acquis ition or construction of additions  to or improvements , extensions or
enlargements to, or remodeling of, the  Facility provided that the  property is  depreciable , and/or (iv)
to make payments to Lender on the Loan.

(c) From and after the  occurrence and during the  continuation fan Event of Default, Lender may, in
the  sole  and absolute  discre tion of Lender, apply the  Pledged Funds in the  Debt Service  Reserve
Fund, a nd, if the re  a re  ins ufficie nt P le dge d Funds  in the  De bt S e rvice  Re s e rve  Fund, in the
Re pla ce me nt Re se rve  Fund, to the  Obliga tions  in the  following orde r: (i) a ll outs ta nding cos ts ,
expenses, fees and late  charges due to Lender, (ii) interest a t the rate  or rates specified in the Loan

2
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Docume nts  a nd (iii) the  principa l a mount of the  Obliga tions . All inte re s t a nd othe r inve s tme nt
ea rnings  amounts  from time  to time  accrued and pa id on the  P ledged Funds  in the  Debt Service
Reserve Fund and the Replacement Reserve Fund shall be retained in the Debt Service Reserve Fund
and the Replacement Reserve Fund and shall be applied in accordance with the Loan Agreement and
this  Cash Colla te ra l Agreement.

(d) Lender shall have, with respect to the Pledged Funds, a ll rights and remedies of a  secured party
under Article  9 of the  Arizona  Uniform Commercia l Code  and othe r applicable  laws.

5. Fu rth e r As s u ra n c e s . Pledgor will, a t any time and from time to time, execute  and deliver such
further documents and do such further acts as shall be required by law or be reasonably requested by
Lender to confirm or further assure  the  interest of Lender hereunder.

6. No  Lia b ilitv fo r La wfu l Ac tio n s . Neither Lender nor any of its  officers , directors , employees,
agents , a ttorneys-in-fact or a ffilia te s  sha ll be  liable  for any action lawfully taken or omitted to be
taken by any of them under or in connection with this  Cash Colla tera l Agreement (except for gross
ne glige nce  or willful misconduct).

7 .  No tice s . All notices, requests, demands or other communications to or upon the parties hereto
shall be  deemed to have been given or made when mailed, de livered or transmitted in accordance
with the  requirements  of the  Loan Documents .

*
8 . No  Fa ilu re . e tc. No fa ilure  to exercise  and no delay in exercising on the  part of Lender of any
right, power or privilege  hereunder sha ll opera te  as  a  waiver thereof, nor sha ll any s ingle  or partia l
e xe rcis e  of a ny right, powe r or privile ge  pre clude  a ny othe r or furthe r e xe rcis e  the re of, or the
exercise  of any other power or right. The  rights  and remedies  here in provided a re  cumula tive  and
not exclus ive  of any rights  or remedies  provided by law.

9. Wa ive r;  Am e n d m e n ts . None  of the  te rms and provis ions  of this  Cash Colla te ra l Agreement
may be  waived, a lte red, modified or amended except by an ins trument in writing executed by the
parties hereto .

10. Representations and Warranties; Covenants.

(a ) P ledgor he reby represents  and warrants  to Lender, e ffective  upon the  da te  he reof and each
deposit of Pledged Funds to the Debt Service Reserve Fund and the Replacement Reserve Fund, that:

(i) No filing, re corda tion, re gis tra tion or de cla ra tion with or notice  to a ny pe rson or e ntity is
required in connection with the  execution, de live ry and pe rformance  of this  Cash Colla te ra l
Agreement by Pledgor or in order to preserve or perfect the first priority lien and charge intended
to be created hereunder in the Pledged Funds,

3
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(ii) Exce pt for the  s e curity inte re s t gra nte d to  Le nde r purs ua nt to  this  Ca s h Colla te ra l
Agreement, Pledgor is  the  sole  owner of the  Pledged Funds, having good and marketable  title
thereto, free and clear of any and all mortgages, liens, security interests, encumbrances, claims or
rights  of othe rs

(iii) No s e curity a gre e me nt, fina ncing s ta te me nt, e quiva le nt s e curity or lie n ins trume nt or
continuation statement covering all or any part of the Pledged Funds is on tile  or of record in any
public office , except such as  may have  been filed by Pleclgor in favor of Lender.

(iv) This  Ca sh Colla te ra l Agre e me nt cons titute s  a  va lid a nd continuing firs t lie n on a nd firs t
security interest in the  Pledged Funds in favor of Lender, prior to a ll other liens, encumbrances,
security inte res ts  and rights  of others , and is  enforceable  as  such as  aga ins t creditors  of and
purchasers from Pledgor

(b) Widiout the prior written consent of Lender, Pledgor hereby covenants and agrees that it will not
se ll, a ss ign, transfe r, exchange  or othe rwise  dispose  of, or grant any option with re spect to, the
Pledged Funds, nor will it create , incur or permit to exist any pledge, lien, mortgage, hypothecation,
security interest, charge, option or any other encumbrance with respect to any of the Pledged Funds,
or a ny inte re s t the re in, e xce pt for the  s e curity inte re s t provide d for by this  Ca s h Colla te ra l
Agreement

(c) Pledgor hereby covenants and agrees that it will defend Lender's  right, title  and security interest
in and to the Pledged Funds against the claims and demands fall persons whomsoever except to the
extent which a rise  out of the  willful misconduct or gross  negligence  of Lender.

11. Lender's  Expens es  and Liabilities . Pledgor shall pay a ll costs  and out-of-pocket reasonable
e xpe nse s  of Le nde r in conne ction with the  ma inte na nce  a nd ope ra tion of this  Ca sh Colla te ra l
Agreement made in accordance with the terns hereof. Pledgor also agrees to pay all costs offender,
including reasonable  a ttorneys ' fees , incurred with respect to the  enforcement of Lender's  rights
hereunder

12. Gove rn ing  La w. This Cash Collateral Agreement shall be deemed to be a  contract under, and
for a ll purposes shall be  governed by, and construed and interpreted in accordance with, the  law of
the  S ta te  of Arizona

13. S e ve ra bilitv. Any provis ion of this  Ca s h Colla te ra l Agre e me nt which is  prohibite d or
unenforceable  in any jurisdiction sha ll, a s  to such jurisdiction, be  ine ffective  to the  extent of such
prohibition or unenforceability without inva lida ting the  remaining provis ions  hereof, and any such
prohibition or unenforceability in any jurisdiction sha ll not inva lida te  or render unenforceable  such
provis ion in a ny othe r jurisdiction

14. Succes s ors  and As s igns . This  Ca sh Colla te ra l Agre e me nt a nd a ll obliga tions  of P le dgor
hereunder shall be  binding upon the  successors or assigns of Pledgor, and shall, together with the
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By:
Name: even Barney
Title: Interim Manager

rights and remedies of Lender hereunder, inure to the benefit of Lender and its successors and
assigns.

Lende r: Wa te r Infra s tructure  Finance  Authority of Arizona

15. Termination. This Agreement shall terminate and, upon request of Pledgor, all monies (if any)
remaining in the Debt Service Reserve Fund and the Replacement Reserve Fund shall be returned to
Pledgor at such time as all of the following have occurred: (i) all amounts payable to Lender under
the Loan Documents have been paid in full and all other obligations of Pledgor to Lender pursuant to
the Loan Agreement have been performed in full, and (ii) Lender has no further obligation to make
any loans or advances to Pledgor pursuant to the Loan Agreement or any of the other Loan
Documents »

Pled

IN WITNESS WHEREOF, the parties hereto have executed or caused this instrument to be duly
executed and delivered as of the date first above written.

16. Counterparts. This Agreement may be executed in counterparts, all of which executed
counterparts shall together constitute a single document. Signature pages may be detached Boy the
counterparts and attached to a single copy of this Agreement to form physically one document.

M I/4/4//4/
y Ly(/anete, Executive Director

creek Water Company
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